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Internal Rovenuo Service Dopartmentof the Treasury
Regional Coungel

Datet Koy Bistrict:

JUN 30 1997 '

Yesar(s):

Poison to Contach:

P> _ Contact Tolaphune Numbaer

Dear Str/Madom:

[P

Wo congidored your appoal of the advorso aclion proposed by your key Distriot
Diroctor, The paragraph{s) checked bolovw indicato(s) our deoision.

(%] Your oxemption from Fodornl income tax under soction _501(e)(7) . of the Internal
Rovonuo Code is:

[ eonfirmed,
i.] modifiod. A now dotormination lettor {s onolosod.

[x] donied exxkxxxevokwsl. You aro require. to file Federal income tax returns
on Form _ 1120 fer tho above yoars. You should file these returns with
your koy District Director, EP/EO Division, within 30 days from the date of
this lettor, unless a roquest for oxtension of time is granted.

= —

7] You ars not a private foundation bocause ycu are desoribed in Code section(s)

™] You are an operating foundation as described in code section 4942(j)(3).

Il You have no liability for excise taxes undar IRC for the
above years.

[] Your liak.lity for oxcise taxes under IRC __ for the above
vear(s) was properly reported o1 your roturn(s;.

[7] There is no change to your unrelated business inc.me tax liability as reported
for the above years.

[} Your Form(s) 990-T for the above years are accepted as filed.

[x] Eecause you advertise your facility and activities to the general public, you do

not qualify to be exempt under Section 501(c) (7).

You may direct questions about the decision to the appeals officer whose name and
telephone number are shown above.:

cC.:
Mid-Atlantic Region Appeals Office '
* 600 Arch Street, Rm, 4454, Philadelphia, PA 19106 Letter 1370(R0) (1-80)



CERVTELED HALL

Peay Applicant s

Fo have eonsidoved vonr appUicatisn tor vocomnition of uxemption tyom fodexal
Puoome tax whdey seotdon SO0V (70 of the Internal Ravenue Codo.

The dntoreation submittol wndioaten you vers {ncorporated undar the nonpre
sarporation b on [ o
anenedod . —

Your purpescs, o amesdedl. are to prowste the education, vnderstanding and
appreciation of deg ebedienss, to cenduct doy obedience training clagses and
geminars for dog ownerz, The corporation is organized axclusively for
educatinnal, charitable andfor social purposes as datined by section 501 of
the Imtt  al Revepuwe Cole.

The activitios of the ovganization consist of conducting dog obedience lasses
by welunteer dnstructors. Priwmarily the focus has baen on pet levael trainlnw.
Hovever. as the people and dego becoms more advanced, the competitive poftion
ot dog sperts has bocoms mere a part of the training focus, Socializing is a
part of the organization in that past attendees and family mombers also come

o abserve and onjoy tha commen interant ‘

The ~rganization has no mowbors nov provisions for members. Those who are
concidared members, vhen speaking loosely, are those wha attend regularly and
rzaist with 2lub tunctions.

Your sources of inceae are vegigtration feeo. Fupds are used for ocosts of
squipnent, moetings, wtilitice, advertising supplies. miscellancous operating
coate and charitable dovatisns, '

Section 30L{c){7) of tha Internad Revonue Code oxempto from federal income W
bax. olubg organized fov nleasure. vecrecation, and other nonprofitable L
purposes, subotantially all of the activities of which ave for such purposas B
and no part of the net savninge of vhich inure to the benefit of any private
sharcholder.

Initiator Reviewer i Reviewer Heviewer Reviewer - Reviewer
Code
Surname
Dato 5731/ 90 -31-9) of 40
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Sectien 1,501 () (7)1 of the Income fTax Regulationn provides ag followa:

(8} The exomption providod by seetion “01{a) for organizations degeribod
In nsection S010e) () applies only to clubs which are organized ang
opurated exclusively for pleazura, recreation, and other nonprofitabla
pPurposes, but doeg not apply to any club if any part of its net .
carning inures to the banotit of any private sharoholder, 1In frensral,
thia exomption extends to nocial ang recrestion clubs which are
supported solely by membership foos, dues and agsossments. Howaver, a
club othervise entitled to exemption will not be digqualitied bocause
it raises revenues from manbers through the usa of club facilitios or -
In connoction with club actdvities,

{b) A club which ‘ngaged 1n business, such as making its social and
rocreational facilitioes available to the general public ig pot
organized and operateq exclusively for pleasure, Focreation, ana other
honprofitable purpeses, and is not exumpt under section 501(a), L
Solicitation by advertisoment op otherwiss for public patronage of its;;
facilities is prima facie evidence that the clyd 1s ongaging in

business and is not being operated exclusively for pleasure,
recreation, or social purposey,

Public Lav 94-568 ag explained in Senate Report No. 94-1318, publighued in
Cumulative Bulletin 1976-2, page 597, provides that a club exempt from . oo
taxation and described in section 501(c) {7) is to be pernitted to receive up o
to 33% of its gross receipts from a combination of investmont income and .
receipts from non-membors {(from the use of its facilities or servicen) 80 long
as the latter do not reprosent more than 15 percent of the total receipts., Iy
ig further stated that if an organization exceeds these limits, ali of the
facts and circumstances nust be considered in determining whethor the
organization qualifies for exempt status,

Revenue Ruling 58-589, 1959-2, 267, holds that a club will pot be denieq
exemption merely because it receives income from the general publie; that is,
persons, oti.er than members a.d their bona fide guests, or bacause the general
public cn occasion is permittod to participate in itg affairs, provided such
Participation is incidental to and in furtherance of its general clyb purposes
and it may not be said that income therefrom {is inuring to members. This is

generally true where the receipts from non-members are no more than encugh to
pay thoir share of the axpenses,



Revenue Ruling 68-119, published in Cumulative Bullotin 1908-1, pago 268,
holds that a club will not nocessavily loga its oxemp: status if 1t dorivon
income from other bona fide members and thedr guestn, or if the goneral publiv
on occagion 18 permitted to participate in its affairs, provided such
participation {s incidental to and in furthorance of its general club purpnges
and the incomo therefrom does not inure to membhors, The equostrian club
conadd-rod {n this ruling held an annual steoplochase which wag opon to the
general public, Prize money wanm paid from entry feos paid by participants,
and general exponses of the meet wore paid from enlyy foes paid from
admizsions and salc of programs and rofreshmonts.  The club distributed any
ngt procceeds from the meot to chardity. Therafore, {t vas held the meot was NeT
operated to make a profit, and tho incoms from non~members did not inure to
the benefit of members. The cluh's exemption was not jeopardizod by
non-member participation in its annual meot.

Further, in liberalizing the amount of non-membar income that could bo
recoived by socdal clubs, Congressional Committco Reports state that the e
amendment (Public Law 94~568) was not intcnded to permit social clubs to . o
cnceive, even within the allowable guidelinas for outside income, income from
the active conduct of businesses not traditionally carried on by social clubs.
(Senate Report Mo, 94-1318 2d Session, 1976-2 C.B. 596.) ' -

Revenue Ruling 65-63, published in Cumulative Bulletin 1965-1, page 240, holds

that a nonprofit organization which, in conducting sports car events £or the

pleasure and recreation of ita members, permits thoe genaral public to attend

such uvents for a tee on a recuxring basis and solicits patronage by .
advertising, does not qualify for exemption as a club organized and opevated ¥
exclusively for pleasure, rocreation angd other nonproiitable purposes under g
section 501(c)(7) of tho Internal Revenue Code.

Revenue Ruling 71~421, published in Cumulative Bulletin 1971-2, page 22%holds
that a dog club exempt under section 501(c)(7) of the Code, formed to premoto
the ownership and training of purebred dogs and conducting obedience tra ning
classes, may aot be reclassified as an educational organization exempt uider
section 501(c)(3). Since the organization is organized and operated prinarily
for the benefit, pleasure and recreation of its members it continues to
qualify for excmption under section 501(c) (7) of the Code.



Tha activitios of this club {nvolved mombers of o national club which ie
limited to the ownors of purobred doge registered with that olub, Tha club
provides facilities and trafners for the conduet of obodience cluggon,
Classes are conducted for nembers and tholr dogs in sporting and show events,
Trial compotitions are held and fudgos vvaluato the performance of the dogs.

An annnal dog shov ip conducted by tha organization under the auapices of the
national cluy.

Income of tho organization ia derived from manbership dues and fees,
Revenue Ruling 73-520, Cunulative Balletin 1973-2, page 180, holds that a club

that promotes and protocts a particular breed of dog not raieed or used by
members as farm animals is not exempt asz an agricultural organization under

aaction 501{c) (5} of the Code, but may qualily as a social clud under snction’ :

50L{e) (7).

For section 501(e){7), this Revepue Ruling roferred the teader to Revenue
Ruling 71-421 noted abova,

Revanue Procodurs 71-17, 1971~ ¢.B. p. 68}, establishes recordkeeping
requirements fuou socfal clubs, to separate non-membor income. If these

roquirements ay. ot, cortain presumptions as to member vs. non-nomber incoms .

may be made, as outlined in the Revenue Procedurae,

Unlike the organization cited in Revenye Ruling 71-421, your organization doed‘f
not have a membership., Your organization advertiges to the general public by
means of the newspapor and tlyers welcoming the public. Thercfore, your funds

ara likewise derived from *he attendance at your gessions by the general
public and theiyr dogs,

On the basis of the evidence presentad, the requirements for exemption gs
defined in the Code and Income Tax Regulations, and in the interpretation of
the Code and Regulations cited in the Revenue Rulings cited above, we hold
that you do not qualify for exeuption undoy saction 501(c) (7) of the Code.

Based on the information submitted, oxempt atatus will not be recognized undér
any related paragraph of the Internal Revenue Code section 501 (c¢).

By our letter dated [N your organization was denied recognition of
exemption under gection 50L{c) (3 of the Code.

Until you have established an exempt status you are not relieved of the
requirenents for filing federal incope tax retuvns,




If you do not accept our findings, we rocomnend that you request a confexence
with a membor of our Regional Ottice of Appeals. Your roguost for a
conforence should include a weitten appeal giving the facts, law and any other
{nformation to aupport your position as explained in the oncloaad Publication
892. You will then be contacted to arrange a date for a copforence, The
conferonce may bo held at the Reylonal office or, if you roquest, at any
mutually convonient District office. If we do not haar from you within 30
days of the date of this lettor, this detormination will become final.

f.ncerely yours,

pistrict Director

Enclosuro: Publication 892

a _
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CERTIFIRD HALh JuL 19 1000

Duar Applivant.

de have considorad yow applicaticn {op cromption Lros Fadaral locowg tan
as an crpanization et ibed Ju section S03G01 (0 of the laterhal Revepue
tode

The information cubmitted disclonse that you war  incopporatad undex the
pan profit corporation e of I B, o
B Y et seprlat ot cducabion, understanding and
approcistion of dey e dbenca,  To vonduct doy phoddence tiaining clanees
atd fumtpars Yor dea wvhoars,

g Activitaos onsist of conductang fog dadiense clanegs vhich age open
Vo the publae.  bag tradning coninars ave aleo conducted and deal with the
teonndoal wpeota of tvalning o advancod tradning tochniques, A Latuce

activity the crgantzaticoh may condnet {a to condwet chedionce nateh
shav tar dogs te wutur vithout apoklng poioats fox _

championship.  You are net oA membutehip croamization,

vour incowe in derived tyoe tegletiation and geminay focy, Your
gxpanaditures consint of donations to othet srganizations and for paysent

ot dvettiging, fowanice. tant amd bl owis o cllaneous aperational ozats.

Spetion B01 ) L) of the Cade providus [or the cxemption trom Fedural
ipcoms tax of crygmdzyticur chizh ae crg izl wed opupatad exclunlroly
tor roligiews, ol itatle Clucrioaat purpeosen. “po part ot the carnings
of vhich inur.rs to the ponefit of any privaty shysholdsr o individaal,
no awbstantial part of the actiditics of vhich e cargyany on propaganda
or sthelvice attempting, to foflaence Legiobation, {excopt A8 cthevvise
provided in enbeoction (k) and vhich deer neot participate in <r intervene
in fincluding the publichiog o disttibuting of statemonts), any political
capatgn on bohalt of any cwdidate ter pubbic offtdee”

Suction LSO ey 0 Ly ELy vnad ot the buton Tax Roguiat ione fndieates
that "an organisatiszn bropot apganized caclusivedy tor one or mele exurpl .
pupotes 16 1t ardiedon cupross by Sweporor bt canry dhorviee than ”
as ah insubstantial paat of it actisitive, activities hich e nab in
fiatherance of one of mots ciowme b pu s - Ve though sech cpgandsation E
iz, by the torwe of Cudh aptiotes, croated for vpwrose that ag e B
broader than the paproed O Vitred G osootion sulispisyt

thitiator 1leviown! Reviewer Heviowe! Reviewer Reviewer

Code

e

Surname
P

Dats 777-84 |11 i , i
Form 1937-A (Rev. G-80) Correapondence Approval and Clearance Department of the Treasury/internal Revenue Sarvice




{n Aun Avber Doy Teadaing © Luh, e, v,y ‘TTE‘*‘??M;!%QQNW.'l’f..,.;‘\”,fﬂ.!\ﬁm‘hﬁ?‘?l.\,&\ﬁ
pocket ﬂ?;,)ﬁ}4m7ﬁ§idiilcd April A, 1980, (t wag held that the
organization failed to prove thal it oparated primarily or the aducation
of fndividualp, and Lhat the training of dogd vas ab sncidontal purpess of
1te activities, Thevafore, petitioney 'nin pot oxeppt (UOM Foderal
taxation under se tions v01 () and Wwob(edr {)) of the Interial Revenuws Cods.

The cape ig sinilar to yout spplication in that both you an the Anb Arbor
Cludh were forued for the parpona of promneting sducation, underatanding and
appraciation of 40y abadionge. to conduet dog obedienes training cladses
and geminars for dog ownera, AR ip the Aun Arber Club, we tind that the
prinary purposse and astivitien ot your pryganization is the oporation of an
organizstion for teaching of cbodiewors to dogy not education ol s
indlviduals,

[n Bovenue Rulind P40, Cnmuiataye pallotin 10742, page it 8 dog elub
axompt under soction no (o (1 o the Cede formal to promote the RS
cancy ohan ant et i of purobrod dogs and conduct ing chedionce t!ﬂiﬂ{ﬂgu'
sasmen for U dogy of wombet s van not held te qualify (0¥ e
peolresitimation vt an clucat tonal organizatien anenpt anfer naction
ept eyt of the Internal Revenue Code ’ S e

[n this tnling it s stressed that #action 1.501 (o) {31 -1 {41 (3) of the
Ineame Tan Requlations Actines the tere ngducational® as rolating to-
ta) the instyustion o tratotuy of the {ndividusl for tha purpose ot
ypproving or developing hie capabilitive, o (b) the instruction of 1418

gub il on omubdeots geoful te the individuad and benoficial to the
cpmunity.

White the oemou e Pree nofie Enmtrnoteen i how to give conmands to his
Ao 1t 10 the dow that 1o the primavy Lhjeet of the training. Theretlore,
the oropand zatien’s trainiad Pt L Jage L onot sithin the mcaning ot

P

clucatiopal ag def fnait in the regulationg,

Cineg the primary pu.pssy ot your wnganization iz the training of dogs and
pot fudividuale. 1t {= hotd that this i3 pot an cducational purposo vithin
suction HUL{er (4) of the Coto. Thovetore, the orgsnizational test ig not

wet

The rrginisat ton hao farted to Swry rhe burden of proof te shost that
penedu o ational purpones ape inmianificant. dne aingle ponedvcational
activety oill dietioy an araant zatyon'e smomption if 1t 1 supatantial,
Phe rraining of Luas to your oraam eation 16 1 primary activivy.
Cemeorpwbtly, the aperatienal toat 1o railed,

paced on the iafcreatien contaived abewe, 1t i hald that youy
oruganizatiun i3 ot cptitled to sxempt ton wndey Cplio) (3 of thy Code as
you bave not wot the Ctﬂ&uifﬂtiﬁnﬁl and cporational toats undey sootion
nalled {3,



tn accordance with thi datormination. you ave vequived to file income tAX
roturns on Fora 1120 tor sll yosvd of youwr cxistence, The returns ghould
ba filad with this offies within 60 Gays trom the date of this letter,
unleas A raguest for an extension af timn ip granted. WHo will net dolay
procesaing of income tax ceturpe and Mgensment of any taxes dus horivse
ot youtr bringing guit for doclaratory judgmunt under Code noction 7428.
File roturns for later tai yidis with the appropriata gervive cantor
{ndicatad in the instructiow for the retarns,

it you do tot agree with our datoyaination, you may ranguagt gonaidapation
of thir matter by the oftice of Kegional Director of Appoals, To do this
you should tile A writtun appoal as cxplajoed in the anclonad Publication
£9). Your appeal phould alve \he (acts, lav and any othey {ntormnation to
pupport your position. 1t you want 8 hoaring, ploass xagueat it vhou you
file your appeal and you will he contactad to arvangu a date, fhe hearinmg .~
may be held at the regirnal ot e, or, if you roquest , at any putually
convenient diavrict oftive. If you will be reprosented by somacne vhe 1R
not onn of your prircipal officers, that person will need to tlle a poves -
af atternay or tax intoreation anrhorization with ua, R

1t you do not appaal this dororminat ion vithin 30 days from the date =
thiw latter, ag expleingt fn Publicstion 393, this letter will beooe
tinsl apd A copy of this letter will be gont te the appropriste Sta
stficiale in ascor lance with section $10d(c) of the Internal Revanue Codu,
parther, {f you do not appaa! thin dotermination vithin the tilafytﬁfi'”
tt will by cena dered by the Internsl Ravonuwe sarvice uy a fadlure t
oxhaust available adainistrative ramgdies, Sacticn 1428 (b) (1) of th
provides, in pave, that "A declaratery julgment or decred under thi
sgotion rhall nol by isgued iy any pro-esding unloss the Tax Court
clatms Court or the district court of the United Statas for the bistrict
of Columpia determinzs that the organization {nvolved has exhausted e
administrative vomedios svailable te it within the Internal Revenus

Setvige

Sinverely yours,

niatrict Director

3

En losure: Publicaticw 892
ce: state actorney General - [

SN




